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SUMMARY

1. Background

The Department of Defense (DoD) has directed the use of basic Economic

Order Quantity (EOQ) principles in the acquisition of secondary items. One

of the assumptions that the EOQ model makes is that there is no control

over acquisition price; yet it has been established that if vendors were

asked to submit offers on an EOQ and larger alternate quantities, then

savings could be gained by acquisition of more material at a reduced unit

cost. Furthermore, procurement workload would be reduced and supply avail-

ability improved.

DARCOM approved a joint US Army Inventory Research Office/US Army

Procurement Research Office (IRO/APRO) study of the application of quantity

discount (QD) concepts in Army Procurements in July 1977.

The study developed a proposed QD program for DARCOM. A test of

the proposed program was approved by DARCOM on 9 August 1978. MICOM and

TARCOM participated in the test and the results are reported here.

2. Test Objectives

The test objectives were twofold:

a. To provide data needed to evaluate the proposed QD program with

respect to meeting its objectives (i.e. reduce acquisition cost, permanently

reduce procurement workload, and improve stock availability).

b. To provide experience which can be used as basis for implementing

specific procedures.

3. Scope

The QD program is limited to Army Stock Fund procurements.
Testing was conducted at MICOM and TARCOM. However, conclusions and

recommendations with respect to the feasibility of the QD program can be

applied to all Materiel Readiness Commands.

4. Methodology for Evaluating the QD Program

Test data in conjunction with Army Stock Fund catalog data were analyzed

to make projections of costs and benefits. Feasibility of a QD program in
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DARCOM procurements was evaluated on the basis of the projections and test

experience.

5. Conclusions and Recommendations

A one time investment of about 11.3% of the combined HICG( and TARCOM

ASF budget will be required to fund a QD program. This investment will be

recovered in about three years; thereafter, recurring net annual savings

of about $1.1 million for MICCO4 and $5.7 million for TARCOM are projected.

Stock availability will improve by at least one percentage point. Procure-

ment workload will decrease significantly.

The proposed QD program is feasible for implementation and it will meet

the objectives for which it was designed provided it is fully automated.

It is recommended that a short term study be done to develop specifications

for automation and to develop the cost to implement.

6. Report Organization

Chapter I provides background discussion of the pre-test phase of the

study. Chapter II outlines the test implementation and provides test

results. Chapter III presents projections of required funding and savings.

Chapter IV discusses issues related.to implementation. Chapter V summarizes

the results via conclusions and recommendations. Formula for evaluating

QD bids is given in Appendix A. Full details relative to the methodology

used for projecting costs and savings are given in Appendix B. Appendix C

is an example of an actual QD solicitation used in the test.

2\\ I
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CHAPTER I

BACKGROUND DISCUSSION OF THE PRE-TEST PHASE OF THE STUDY

1.1 Economic Order Quantity (EOQ) and Quantity Discount (QD) Theory

The Department of Defense (DoD) has directed the use of basic EOQ

principles in the acquisition of secondary items. DoD Instruction (DoDI)

4140.39, Procurement Cycles and Safety Levels of Supply for Secondary

Items, dated 17 July 1970, establishes policies for determining procure-

ment cycles (EOQ's) and safety levels of supply at Inventory Control Points

(ICP's) for secondary items, and illustrates the basic mathematical functions

and their application in an inventory model. One of the assumptions that the

EOQ model makes is that acquisition cost remains constant whatever the pur-

chase quantity; yet it has been established that the unit price of an item

is not always independent of the quantity procured. The QD theory is

that if vendors were asked to submit offers on an EOQ and larger alternate

quantities, then savings could be gained by acquiring a larger quantity of

materiel at a reduced unit cost. This saving would be realized not only

through decreased materiel cost but also through reduced procurement workload.

1.2 Air Force (AF) QD Program

The US Air Force developed a QD program for use at its Air Logistics

Centers. The AF QD program received DoD approval and was documented in Air

Force Logistics Command (AFLC) Regulation 70-23, dated 30 June 1976. The

prime motivation for the AF program is to obtain lower prices and thus

reduce acquisition costs. The QD program is applicable only to items

with low reorder periods (approximately six months or less) and for this

reason includes only those items with an average annual demand dollar

value in excess of $50,000. (Dollar value in this context refers to annual

sales at the wholesale level of management). The program is limited to

stable stock fund items and excludes small purchases. Negotiated procurements

are limited to an EOQ value of less than $60,000 to preclude the need for

cost and pricing data. Solicitations for QD candidate acquisitions are based

on the following three quantities: the EOQ; 1.5 x EOQ; and 2.0 x EOQ.
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1.3 Proposed DARCOM QD Program

At the time of the pre-test phase of our QD study, the US Army Develop-

ment and Materiel Readiness Command (DARCOM) was very much concerned with

the upward trend in the DARCOM Materiel Readiness Command (HRC) procurement

workload and upper echelon restrictions on personnel resources. DARCOM

wanted a solution that would permanently reduce procurement workload to a

level that the MRCs could cope with without degradation of stock availability.

Analysis of the AF QD program indicated that a simple duplication of the

AF procedures would not provide sufficient assistance in solving a workload

problem at the MRC's. However, analysis revealed that a suitable program

could be developed by expanding the perimeters of the AF program. Thus, a

proposed DARCOM QD program was developed with the following objectives:

a. Realize acquisition savings.

b. Permanently reduce procurement workload.

c. Improve stock availability.

The expansion of perimeters consists of:

a. Applying QD to small purchases as well as large purchases.

b. Soliciting incrementally up to 4.0 x EOQ in lieu of limiting the

program to a maximum of 2 x EOQ.

c. Applying QD to stocked stable Low Dollar Value (LDV), Medium Dollar

Value (MDV), and High Dollar Value (HDV) items in lieu of limiting the program

to HDV items only.

The proposed program and related analysis are documented in [5].

1.4 Proposed DARCOM QD Program (Test)

Because of the uniqueness of this concept, as well as anticipated

difficulty of implementation, a decision was made to test the proposed QD

program at selected Materiel Readiness Commands (MRC's). Testing was con-

ducted on a voluntary basis at the US Army Missile Command (MICOM) and the

US Army Tank-Automotive Materiel Readiness Command (TARCOM).

The purpose of the test was to provide experience which can be used

as basis for implementing specific procedures and to provide data needed

to evaluate the proposed QD program with respect to its objectives. To

amplify the latter point, we wanted data which would be the basis for

projecting -

- ! -
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a. additional funding.

b. reduction in PWD volume.

c. savings on hardware (i.e. materiel)

d. savings on order cost.

e. losses due to additional excess inventory.

f. expected improvement in availability.

8



CHAPTER II

TEST IMPLEMENTATION AND RESULTS

2.1 Test Implementation

The test of the proposed DARCOM QD program was initiated at MICOM in

November 1978, and TARCOM was phased into the test in February 1979. The

test was completed at both Commands in September 1979.

2.2 Test Procedures at MICOM

a. The Item Manager (IM) is responsible for a review of the supply

control study output for selection of candidates for QD processing based

upon demand stability. Items which pass this screening criterion are re-

ferred to maintenance engineers.

b. Maintenance engineers review the candidate items for technical

stability and furnish the results of their review to the IM.

c. Candidate items which failed the technical stability screening

are processed under normal procedures. Those items which pass the technical

stability screening are processed by the IM under special QD procedures.

The IM coordinates the funding for the maximum quantity to be solicitated

and prepares input to amend the Procurement Work Directive (PWD).

d. The amended PWD is forwarded to the Procurement and Production

(PP) control where quantity increments and delivery schedules are structured.

e. The assigned buyer structures the solicitation document based

on the data received from PP control and releases the solicitation to

suppliers. An actual solicitation document is included as Appendix C

to this report. The reader can refer to the appendix for an example of

the various provisions which are pertinent to QD treatment. MICOM and

TARCOM solicitations are similar except that TARCOM included the bids evalua-

tion formula in the actual solicitation whereas MICOM did not. No conclusion

can be drawn about the value of including the evaluation formula in the

solicitation; however, it is notable that neither Command received a single

protest of a QD acquisition.

f. The buyer receives and reviews the vendor bids or proposals and

prepares a disposition form (DF) to the IM in order to verify current

requirements.
9
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g. The IM returns the DF to the buyer with advice as to the current

requirements.

h. The buyer coordinates for transportation data if appropriate and

prepares an abstract of information needed as input data for the automated

QD bid evaluation program. The abstract is forwarded to the pricing branch

for evaluation.

i. The assigned price analyst extracts the data from the abstract and

executes the QD evaluation program. Subsequent to a review of the results,

the computer printout is forwarded to the buyer. Incidentally, the QD bids

evaluation program was developed by IRO for mini-computer application and

provided to the test commands. The formula for evaluating the QD bids is

in Appendix A.

J. The contracting officer makes an award decision based on the evalua-

tion results, and the buyer then prepares Coimodity Coimand Standard Svstem (CCSS)

input relative to the award quantity prior to execution of the award document.

2.3 Test Procedures at TARCOM

The test procedures followed at TARCOM were the same as those followed

at MICOM except for three differences:

a. To expedite the test, PP personnel at TARCOM initially nominated

candidate items upon receipt of a PWD. They would refer the proposed

candidate item to the IM for approval and appropriate funding action. This

routine was subsequently changed to correspond to the procedure followed

at MICOM.

b. Buyers at TARCOM were responsible for structuring of quantity

increments and delivery schedules in lieu of PP control. This practice

remained unchanged throughout the test.

c. Technical stability review was not done by the maintenance

engineers. Branch Chiefs in Materiel Management approved or disapproved

a procurement for QD solicitations based on knowledge of the weapon system.

2.4 Overall Test Results

Overall test results are given in Table 1. MICOM solicited quantity dis-

counts on 97 Army Stock Fund small purchases (less than $10,000) and received

10
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cost effective discounts on 46 or 47.4% of them. The average award quantity

for these 46 procurements was 1.75 x EOQ and the average discount was

13.8%. When the discounts are weighted in proportion to the dollar value

of the procurement, the average discount increased to 14.9%. The saving

on the materiel procured amounted to $41,305. That is, if the same quantity

of materiel were procured, paying the lowest prices quoted for the EOQ, the

materiel would cost $41,305 more. The reader can similarly inspect the results

for TARCOM and the large purchases (at least $10,000) category for MICOM.

What follows is not tabulated but may be of interest to some readers.

The obligations for the 142 MICOM procurements for which quantity discounts

were solicited were $1,757,000. Without QD they would have been

$1,382,000, or $375,000 less. The saving on materiel was about $117,000.

If the benefits of improved availability and lower PWD volume are sufficient

to offset the extra holding cost, then the $117,000 saving amounts to a

32% immediate return on the $375,000 investment. For TARCG(, the obliga-

tions were $1,579,000 at QD and $1,229,000 at EOQ for a difference of

*$350,000. The saving on materiel was about $69,000 which amounts to about

a 20% immediate return.

Some discounts were offered in more than 90% of the QD solicitations

at MICOM and more then 95% of the QD solicitations at TARCOM. However,

in computing discounts we used only the lowest price quoted for the EOQ

and each QD increment. Consequently, if the lowest bidder offered

no discounts but all other bidders offered significant discounts, this

was counted as a solicitation with no discounts. Similarly, if there was

a discount but the computed annualized cost for the QD increment was larger

than the computed annualized cost for the EOQ, this was not a cost effective

discount. For more technical details in this area see E5].

2.5 Selected Results

Table 2 gives test results for all NSNs that received discounts over

30%. Inspection shows that a good cross section of procurements with

respect to the number of bidders and dollar value of the procurement is

included in this group. Note that the QD increment need not be a very

large multiple of the EOQ to get a big discount. Also note that the number

of bidders did not affect the magnitude of the discount.
12
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2.6 Results by Industry Groupinis

The results were analyzed to determine if there were specific industry

groupings for which the percent of cost effective discounts and the magni-

tude of the discounts were significantly greater. We found no significant

differences but did observe that no discounts were offered for tires.

We examined two other groupings: procurements that had only one

bidder versus procurements that had more than one bidder, and procurements

from Federal Prison Industries versus procurements that were not from FPI.

There were no significant differences.

1

14 I-



CHAPTER III

PROJECTIONS OF COST AND BTNEFITS

3.1 Methodology

Catalog type data suitable for budget stratification and stock avail-

ability analysis were used for the MICOM and TARCOM Army Stock Fund catalog

to compute budget and PWD related statistics as well as stock availability

statistics. Two sets of statistics were computed: one set assumed opera-

tion under the EOQ concept (this is the current world); the other set

assumed operation under the QD concept. The statistics computed properly

reflect the contribution of items that are not QD eligible (i.e. insurance

and provisioning type items and those reparable and non-reparable items

that experience low annual demand frequency).

Test data results (Table 1) were applied to the statistics mentioned

above for the MICOM projections. For the TARCOM projections, only the

TARCOM test data results for the percent of cost-effective hits and their

holding and ordering costs were used. MICOM values instead of the TARCOM

values were used for the average discount ($ weighted) and the average

buy multiple because the MICOM results are more conservative and more

supportive since they are comparable to the Air Force QD results(over

three years experience)and are based on a larger sample.

QD procurements should not be made for items that experience large
demand variations. The average yearly frequency (AYF) of demand
is used as a tool to exclude these items. Items with AYF of demand of

5 or higher usually exhibit reasonably low demand variance and would

be suitable for QD procurements (assuming they are not being phased out

in the near future). On the other hand, items with AYF equal to 10 or

higher exhibit even lover demand variance and are even better candidates.

Either value would be reasonable for use in screening items for QD

eligibility. Since use of 5 would qualify more QD candidates then use of

10, the AYF screen could be set to 5 when resources are plentiful and to

10 when resources are lean. Projections in this chapter are given for

both values. 

15
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Mathematical details on the methodology for projections, as well as

more extensive discussion on the methodology are included in Appendix B.

3.2 Profile of ASF Catalog

Projections depend on several factors: (1) the percent of cost-

effective discounts for QD solicitations, (2) average percent dis-

count, (3) percent of items in ASF catalog that are QD eligible, (4) per-

cent of buys for ASF items that are due to the QD eligible items, and

(5) percent of the ASF procurement dollars due to the QD eligible items.

These percentages are given below because they are helpful in understanding

the difference between the MICOM and TARCOM projections given in Tables 3

and 4. The items in the ASF catalog excluded all items with average

yearly demand that is less than .05. The number of procurements and the

dollar value of procurements for these items are negligible.

PROFILE FOR AYF . 10

MICOM TARCOM
< $10,000 > $10,000 < $10,000 > $10,000

Number of Items in ASF Catalog 18159 402 23930 2038

% of Items that are QD Eligible 17.6 77.1 45.0 91.6

% of Buys Due to QD Eligible Items 40.8 85.5 70.4 93.6

% of Procurement Dollars Due to
QD Eligible Items 57.8 89.6 81.4 95.7

PROFILE FOR AYF > 5

< $10,000 >$10,000 < $10,000 > $10,000

Number of Items in ASF Catalog 18159 402 23930 2038

% of Items that are QD Eligible 31.7 87.1 60.2 95.2

% of Buys Due to QD Eligible Items 59.1 92.3 80.8 96.3

% of Procurement Dollars Due to
QD Eligible Items 74.8 94.3 88.7 97.4

16



3.3 Prolections Based on AYF Screen Set to 10

Table 3 gives projections when QD solicitations are used only for

stocked items (excluding insurance and provisioning type items) that ex-

perience ten or more demands per year.

Buying more than the EOQ, raises the procurement cycle months.

Consequently, if the QD program is implemented, a one time increase in the

ASF capitalization will be required to finance the higher level. This,

of course, can be done all at once or in increments over, say, 2-3 years.

Either way, the required increase in funding is projected to amount to

17.8% of the MICOM ASF budget and 8.9% of the TARCOM ASF budget, or 11.3%

of the combined budget.

The annual PWD volume for ASF items procured by large purchases is

projected to decrease 31.6% for MICOM and 16.2% for TARCOM relative to the

PWD volume just prior to implementation. For small purchases of ASF items,

the PWD volume is projected to decrease 8.3% for MICOM and 7.5% for TARCOM.

These reductions will be achieved gradually as is discussed in the paragraph

below. These reductions are permanent. That is, the PWD volume will even-

tually drop by the projected percentage and remain at the lower level as

long as the QD program is active and the environment remains otherwise the

same.

The projected annual savings is the sum of savings on the equipment and

savings on the administrative costs to procure minus excess cost loss.

Excess cost loss is the projected additional dollar value of materiel that

will be excessed due to the larger inventories. The cost is based on a

10% rate of obsolescence, 1% rate for storage cost and 2% rate for deteriora-

tion losses. The annual savings will be realized as long as the QD program

is active.

The increases in availability are projected to be no less than 1.1

percentage point for TARCOM and 1.2 percentage point for MICOM. We were

very conservative in computing these projections due to the uncertainties

in the delivery cycles. See Appendix B for more details on this.

3.4 Projections Based on AYF Screen Set to 5

I, Table 4 gives projections when QD solicitations are used only for

17
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stocked items (excluding insurance and provisioning type items) that ex-

perience five or more demands per year. Inspection of the results and

comparison with results in Table 3 is left to the reader.

3.5 Expected Transient Behavior

The projections given in Tables 3 and 4 are for a stabilized system

(i.e. steady state). Following implementation of the QD program, the system
should stabilize in about three years as follows:

a. In the first year of implementation, the ASF budget will increase

as projected. The change in PWD volume for small purchases will not be

noticeable. The PWD volume for large purchases will decrease by about 60%

of the projected value.
b. In the second year of implementation, the ASF budget will actually

decrease about 1.4% or $502,000 for MICOM and 3.5% or $11,782,000 for TARCOM

relative to the pre-implementation budgets. This is because large purchase

QD procurements average 2.6 x EOQ. Consequently, QD procurements in the
third and fourth quarters on items with procurement cycles greater than

7 and 6 months, respectively, will not be procured in the second year. This

saving in funds will exceed the additional cost of QD procurements on LDV/MDV

items that will come up for a buy initially during the second year of imple-

mentation. The difference will amount to the values stated. The PWD volume

for small purchases will decrease by about 67% of the projected value. The

PWD volume for large purchases will decrease to the projected value.

c. In the third year of implementation and thereafter, the ASF budget

will stabilize at the pre-implementation level. The PWD volume for both

the small purchases and large purchases will stabilize at the full projected

level.

The above outline for the transient behavior does not include impact

of inflation or significant changes in demand. For example, comparing the

budget in the second year of implementation to the pre-implementation budget

will not show a decrease if inflation is significant. It also assumes that

required one time increase in the ASF capitalization will be provided in

one lump sum. If the required funding is provided in increments over several

years, a corresponding delay in reaching steady state will occur.

20



3.6 Time to Recover Investment

From Table 3 the required one time increase in ASF capitalization is

$6,060,000 for MICOM and $27,510,000 for TARCOM, or a sum of $33,570,000

for the two commands. The combined projected annual saving comes to

$7,144,000 or $21,144,000 in three years. In Section 3.5, a one time re-

duction in the ASF budget equal to 1.4% for MICOM and 3.5% for TARCOM is

projected in the second year of implementation for reasons explained in

that section. This amounts to about $502,000 for MICOM and $11,280,000

for TARCOM or a combined value of $11,782,000. Adding this to the $21,144,000

savings that will be realized over a 3-year period gives $32,926,000 or about

98% of the required $33,570,000 investment. Thus, the investment will be

recovered in about three years. Note that there are additional benefits

(i.e. improved stock availability and reduced inflationary impact) that

some readers may want to consider in computing the time to recover invest-

ment. We will not consider these here.
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CHAPTER IV

IMPLEMENTATION CONSIDERATIONS

4.1 Technical Stability Review

The main objection to a QD program is the fear of excessive genera-

tion of long supplies. Long supplies occur in two ways: significant

reduction in demand, and surprise obsolescence. The use of the average

yearly frequency rule (see Chapter tII) in screening for QD eligibility

is an adequate control to prevent long supplies due to significant demand

reduction. Procedures were established at the two test commands to screen

items for technical stability prior to QD solicitations.

Because of organizational differences, the technical stability review

procedures were different at the two commands. They were simple at TARCOM

because the branch chief was given the authority to approve or disapprove

QD nominations based on his knowledge of the weapon system (TARCOM is

organized by weapon system). The procedures were involved at MICOM and

required considerable effort on the part of materiel management and

maintenance personnel and in some instances required contractual effort.

For example, a list of HAWK parts that were nominated for QD procurements

was sent to Raytheon for review.

TARCOM experienced no technical stability rejects on the QD nominations.

MICOM reject rate was 17% for HAWK parts, ^3% for FARR parts and 0.5% for

all other parts. The HAWK and FARR rejects were mostly for LDV items

because MICOM has an ongoing progran for screening HDV items routinely so

that HDV items that were unstable were not even nominated for QD.

The LDV items that would be QD eligible comprise about 11% of the ASF

budget for MICOM. Test data indicates that about half of them will receive

cost-effective discounts and the average award quantity for LDV QD buys

is 1.75 x EOQ. Thus, if procurements for HAWK and FARR parts accounted

for as much as 33% of all MICOM ASF buys, the cost avoidance due to

technical stability review of QD nominations is less than one-third of

one percent (i.e. .11 x .5 x .75 x .33 x .23) of the MICOM ASF budget.

Thus, technical stability review is not cost-effective and is not critical.
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4.2 Processing Amended PWDs Within CCSS

Presently CCSS has PWD control programs that prevent the award of a

quantity that is different from the quantity shown in a CCSS data file.

Both MICOM and TARCOM experienced many difficulties in this area to stay

within the CCSS system, which was necessary because other procurement

systems (e.g. MILSCAP) interface with CCSS. If a QD program is implemented,

CCSS changes will be required.

Item managers experienced difficulties and significant delays in

amending PWDs as required by CCSS in order to effect QD solicitations.

CCSS changes will be required in this area as well.

4.3 Communication

Special coordination and communication relative to QD procurements was

required both within and between directorates. Test revealed that the manual

effort required in this area was extensive and that large scale implementa-

tion would not be feasible without automation.

4.4 Commitment Authority

Since bids were solicited up to 4 x EOQ, required increases in the

commitment authority were substantial. Due to various delays experienced

in processing the procurement actions, funds couid not be released for other

procurements when they were needed.

This condition was due primarily to deficiencies in CCSS as described

in 4.2 above and use of manual procedures. The condition should not exist

if QD procedures are automated and CCSS deficiencies corrected. However,

establishment of limits on the maximum dollars committed would serve as a

good control to preclude unexpected funding problems. An example would be

to authorize commitment in the first two fiscal quarters up to 75% of the

annual C/A. A policy change will be required.
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CHAPTER V

CONCLUSIONS AND RECOMMENDATIONS

5.1 Conclusions

The test provided the desired data to assess the feasibility of intro-

ducing a QD program into the Army acquisition procedures. Analysis of the

test data in conjunction with the Army Stock Fund Catalog data for MICOM

and TARCOM revealed that objectives of the tested DARCOM QD program will

be met: significant permanent reductions in the PWD volume will be achieved;

appreciable acquisition savings will be achieved; recurring net annual

savings will result; and stock availability will increase. A one-time in-

crease in the ASF budget amounting to a sum of about $33-$35 million

(depending on the AYF criterion selected) will be required to fund the QD

program at MICOM and TARCOM. Based on the projected recurring savings and

on the one time saving due to the reduction in the ASF budget projected for

the second year following implementation (this is due to the transient

effect), this $33-$35 million investment will be recovered in about three

years.

The test experience revealed that use of manual QD procedures on an

expanded scale would not be feasible because neither the materiel management

nor the procurement personnel could cope with the volume of QD eligible PWD's.

The QD program will accomplish its objectives but to be feasible it must be

automated. Whether this is designed as a stand-alone system or as a module

within CCSS, changes to existing CCSS PWD control programs will be required.

Policy changes relative to commitment 'uthority will be required.

The Air Force limits its QD program to HDV items, procurements over

$10,000, and the solicitation quantities to 2 x EOQ. With these

limits the AF receives cost effective discounts in 47% of the QD solicita-

tions and the discounts average 6.5%. Expansion to 4 x EOQ as was tested

in this study increased the cost effective hit rate for MICOM to 60% and

the average discount to 8.2%. The average award quantity was 2.6 x EOQ.

TARCOM results were significantly lower, indicating that results may depend

7 on the commnodity. However, this is inconclusive because the TARCOM test

sample was very small. Expansion to small purchases proved to be very
24
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successful.

5.2 Recommendation

Implementation of a standard QD program for DARCOM is warranted if

it can be automated. It is recommended that a short term study be done

to develop specifications for an automated QD program and to develop the

cost to implement.
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APPENDIX A

BIDS EVALUATION FORMULA

1. The following formula was programmed for a mini-computer application

and was used to evaluate bids:

TOTAL ANNUAL COST - ACQUISITION COST + ORDER + HOLD COST

+ PENALTY COST.

Total annual cost was computed for each quantity on the QD solicitation.

The most economical quantity is the quantity for which the corresponding

total annual cost is the lowest.

2. Acquisition Cost (A)

A - (AYD)(EP), where

AYD - average yearly demand for the item

EP - effective unit price considering the offered unit price and,

if applicable, transportation cost, first article cost, and

prompt payment discount prorated over the quantity for which

the price bid is being evaluated.

3. Order Cost (0)

0 - (C) (AYD)/Q, where

C = administrative cost to order. For MICOM we used $360 and $1000

for small purchases and large purchases respectively. For

TARCOM we used $400 and $1400 respectively.

Q - quantity for which the price bid is being evaluated

AYD - as defined above

4. Hold Cost (H)

H - (R)(EP)(Q/2), where

R - holding cost rate. R was set to .23 both for MICOM and TARCOM

because this was the value actually used by both comands

in the supply control studies during the test period.

EP and Q were previously defined.
27
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5. Penalty Cost (P)

P = C + (.25)(EP)(R)(Q + (.125)(AYD))

if cross-over occurs.

P = 0(zero) otherwise.

All symbols have been previously defined.

A cross-over cannot occur for procurements of $10,000 or greater.

Consequently, P is always zero for large purchases. The penalty cost

appears in the total annual cost equation because cross-over can occur

for small purchase solicitations. The reason is that it is possible to

receive price quotations for certain quantities on the small purchase QD

solicitations that would result in a procurement dollar value for those

quantities of $10,000 or greater. When this happens, the small purchase

solicitation must be invalidated and large purchase solicitation initiated

instead. Consequently, an extra administrative cost equal to C (which is

$1000 for MICOM and $1400 for TARCOM) will be incurred. In addition, an

extra administrative lead time will also be incurred and this increases

the risk of backorders. The second term in the equation for P costs out

these additional backorders. The expression is not exact but is an approxi-

mation which is adequate for our use. The derivation follows:

Kruse of IRO derived the following expression (Economic Procurement

Cut-Back Rule, Oct 77) for the additional backorder cost:

B - (X/S)(U)[(Q)(T) + (T2 )(AYD)/2], where

B - additional backorder cost

- penalty cost for backorder as is used in CCSS for computing

safety level.

S - average quantity requisitioned

Q - EOQ

T - additional time over which backorders are to be considered.

AYD - average yearly demand, and

[(EP)(R)
U - minimum [X/S , 0.5], where the symbols in U are as

previously defined.
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We now make the following approximations:

1. T - 0.25 (i.e. 3 months). In our instance T is the administra-

tive lead time to process a procurement via Invitation for Bid (IFB). Three

months is a representative value.

2. SEP)(R) is less than 0.5. Since we are dealing with smallX/R
purchases, this is a reasonable assumption and is true for the majority of

LDV items.

With the above approximations, the equation for B reduces to

B = (.25)(EP)(R)(Q + (0.125)(AYD))
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APPENDIX B

METHODOLOGY FOR PROJECTIONS

1. General

Working with the ASF catalog for MICOM and TARCOM, two distinct runs

were made to simulate procurements over a two year period (apportionment

year and budget year). The program used was similar to but simpler than

the CCSS budget stratification program for projecting the number and the

dollar value of buys. The first run was the "EOQ" run which duplicated

the DoDI 4140.39 methodology. The second run was the "QD" run which

included two modifications to reflect use of QD procurements. The modifi-

cations were the following:

a. For QD eligible items, the procurement quantity was not the EOQ.

Instead, it was set to 1.75 x EOQ if the dollar value of the EOQ was less

than $10,000 and 2.6 x EOQ if the dollar value of the EOQ was $10,000 or

greater. Items were coded QD eligible if they were reparable or non-repar-

able ASF items (i.e. the second position of the Financial Inventory Accounting

(FIA) code was 1 or 2 and third position of FIA code was 2) and passed the

average yearly demand frequency (AYF) screen.

b. For purposes of computing stock availability, the reorder cycle

quantity for QD eligible Low Dollar Value items was multiplied by 1.75.

For all other items, the procurement cycle quantity equal to EOQ was retained.

c. For each run and each of the two AYF values (i.e. 5 and 10) used

to screen for QD eligibility, the aggregate values for the obligational

authority for each year, the dollar value of the ending inventory, and

stock availability were computed and printed. Other output included sta-

tistics for computing the catalog profile (e.g. proportion of QD eligible

items when the AYF screen is set to 10; percent of total ASF buys that

are under $10,000 and are for QD eligible items; percent of procurement

dollars used for small purchases, etc.).

2. Required Increase in ASP Capttsization

* The obligational authority for the apportionment year for the EOQ run

V, Karl Kruse of IRO wrote the original program. Sally Frazza of IRO assisted

in modifying the program for our use.
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was subtracted from the corresponding value for the QD run. This was done

separately for procurements under $10,000 and procurements of $10,000 or

greater. The difference was multiplied by the corresponding percent of

cost effective discounts experienced in the test (Table 1, Chapter 2).

The bottom line is the sum of this result for the two groups (i.e. buys

under $10,000 and buys > $10,000).

The above computations were also done for the budget year. The result

was that for QD the ASF budget is lower than for EOQ by about $11 million

for TARCOM and by about $0.5 million for MICOM. This was applied against

the required increase in ASF capitalization to estimate the time to recover

this investment.

3. Reduction in PWDs

For a given procurement group (i.e. buys under $10,000 or buys of at

least $10,000) and a given Average Yearly Frequency screening rule

(i.e. 5 demands or 10 demands per year), let

P = Proportion of buys subject to QD procedures as computed from
S

the ASF catalog during the EOQ run

PC Proportion of cost effective QD solicitations computed from

the test data (see Table 1 in Chapter 2).

M = Average buy multiple computed from the test data, excluding

shortage to the reorder point.

APWD = % change in PWD volume when QD is used instead of EOQ.

Then

APWD = 1 - (1-PS) + PS(1-PC ) + (Ps)(Pc)/M

This reduces to

APWD W (Ps) (Pc ()

4. Hardware Cost Savings

For a given procurement group and a given AYF rule, let

B - Average annual procurement dollars as computed in the EOQ run.

K - Percent of B due to QD eligible items as computed in the EOQ run.
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d - Average dollar weighted discount computed from the test data

(Note: for TARCOM projections of hardware cost savings

the MICOM value for d was used to be conservative)

H - Hardware Cost Savings

Then

H - (B) (K) (PC)(d)

where

PC is defined in 3 above.

5. Order Cost Savings

For a given procurement group and a given AYF rule, let

APWD - % change in PWID volume as computed in 3 above.

N - Average number of procurements per year as computed in the

EOQ run.

C - Administrative Cost to Order. For TARCOM we used $400 for

small purchases and $1400 for large purchases. For MICOM

we used $360 for small purchases and $1000 for large

purchases.

0 - Average order cost savings per year

Then

0 - (APWD)(N)(C)

6. Excess Cost Loss

For a given procurement group and a given AYF rule, let

R - Average excess rate. We used 0.13 which is the sum of 0.10

for investment cost, 0.01 for storage cost and 0.02 for

losses in storage.

EEOQ - Dollar value of ending inventory computed in the EOQ run.

EQD - Dollar value of ending inventory computed in the QD run.

L - Excess cost loss

32
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Then

L - (R) (EQD - IOQ (l-d) (F

where d and P are as defined in the previous paragraphs.

Note: d and PC are applied here because they were not applied in the runs

described in paragraph 1.

7. Expected Increase in Availability

The increase in stock availability is the difference between the

availability computed in the QD run and the EOQ run. The difference reflects

improvement due to QD buys for LDV items for reasons explained in paragraph

l.b. of this appendix.
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APPENDI C

SA-LE QD SOLICITATION

QD related data are on the cover sheet, and on solicitation page

numbers 9, 12, 13, 15 and 16. The various QD pages and clauses are tied

in by referencing. Note the capitalized isolated phrase on the cover

sheet to alert the supplier that this is a different kind of solicitation.

Also note the structure of the delivery schedule (pages 15 and 16).
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tamned in se. tnon W.0 of Executi-cr Order No 10921. or the clause contained mn section 201 of Execurise Order No 11114. that he Q his..- ru.s nor. tied all
acquired comspliance treports, and that reresentations indicating submission of required compliance reports. signed bw proposed subcoetra-r.,s a-] te csbcAsneJ
prome to sul'contraci assarls. ( Tat ashes reprorfowhit1101 Mffd Fort he J~Accethiul' 10 is aiatst Uwth roxtrarti or II,Oxr.i i u i rr er.tactrp :, -ze Jsas

V. BUY AMERICAN CERTIFICATE
The offeror herebs certifies that each end product. escept the end products lised below. is a domestic source end product (as defined in the cIa ,i etitled

"Buay American Act ) and Froma components of unknow~n origin have beens ircrissdesrd to have been mined pronduced. or manuiactured out rse L'- -ej States
IsCLtMW [No 11ouCts COUNTOW OF Oai;.s

8. CERTIFICATE Or- INDEPENDENT PRICE DETEPIMATIONZ SEE Sections B and C.

9. CERTIFICATION OF NONSEGREGATED FACILITIES
* I 1APPlisable to ( I) contracts. (2) subcontracts. and ( S) agreements with applicants who are themnselves perforeming federally aassted cosuctions coatramt.

ece~eding S 10.004) wh1ioch are not exempt fromn the provisions of the Equal Oppostiunts, clasuse.)
by the submission of this bid, the bidder. offeror. applicant. or subcontractor certifiesi that he does nut maintain or provide (or his emfilhiees an% worreaed

g~illitors at any of his establishmes. and that he does Fnt rerit his emplos'ees to perform their set, ties at any location. under his eontrof %here sereated
facilities ire ma.itained He certifies further that he will no maintain or peovide for his employees any coagreatedj facilities at an% of h,% erstahirshments and
that he will ncit permit his emploiyees to perform their serasacs at any location, under his control, where sratted facilities are maintaoied TIh tc..Jre ofetor.

scl"Bir r ucotrcoraresthat a bresi h of this certification is a violati.su of the Equal Orrrun-~ kituse in this cotratct As used ft % -,tt5,tO
I. e,#restated li-lre-means an% waiting rooms. work areas. ream rooms and wash rooms. restaurants and other eating areas, trite clocks. losktf

PRiomsn and otiher storage or dressing areas, parking lots, drinking fountains. teorfestion or etrametareas. transportation. ansl housing ta. il-tois prusided
-ls ItiPl-)Yees which are segregateJ b) ex~t iot directive or are in fact segregated on the basis oifrace, color. relistion or national origin, -Wca~asc if hat-0 local

Custom, or otherwise He further agrees tIMa race r here he has obtained identical certtc "ons It propoed iubcontrators.for spe. in. iii-eref-erIcs tie
wlobanidentical certifications from ,rpoe 5u ontractoes prior to the award of subcontracs ex1cee'd-i 10.000 which are not renrt ris e ;tsrWni

OfteEqual Opportunity *.ljuie; that he will Frtsin such cerrifications inS his tirs, and that he will forwsard the following notice to such propsed s.,fs-
Im (Ceept where the proposed subcontractors have submitted identical ceetilfations for specitli time periods I

A Ctiflfcatton of Nonsegregated Facilities must be submitted poor to the award of a subcontract esceedloi S 10.000 which is not racrc firsc a" the Pro%'-
Ssms$ of the Equal Opportunity clause The certification mA% be submitted either tor each subcontract or #or all sutK0ontracts duringl a perio tIse,. quarterly.

insu~oallY. or onnuallsp) NOTE. Tie Ma~dro, ' rko mas alo (cu essr.. i inofr to. sprwsriof a 10 U SC 8001

ZZT 7-Ur."i aisf DII eM NS fallMliia Nohr~e DAN wa"L/atsr No F an
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W10 AFFIRM4ATIVE ACTION PROGRAM (1973 APR) -ASPR 7-2003.14LbX2)

(The following representation "hi be completed by each offetor whose offer is 550,000 or more and who has SO
employees Of More.)

The offeror represenits that he 0 has. 03 has not, developed and maintained at each of his establishmecnts: Equal
Opportunity Affirmative Action Programs, pursuant to 41 CFR 60.2.

5-IlI PLACE OF CONTRACT PERFORMANCE AND) SHIPPING POINT

Any contractor receiving an award on the basis Of the following information agrees that no change wilt be made in the
place or manufacture or shippinig point without the written approval of the contracting otticer:

Place of Manufacture: Shipping Point:

Name of Facility

Street Address ___________________

City. State, Zip Code ________________

B-12 RESERVED

B-13 USE OF GOVERNMENT PRODUCTION AND RESEARCH PROPERTY

FAILURE OF AN OFFEROR TO. COIPLETE THE APPLICABLE BLOCKS SHALL CONSTITUTE BASIS FOR
* ~. REJECTION OF OFFER AS NONRESPONSIVE.

(a) Offeror andlor his subcontractor 13 will 0 will not use Government production and research property in perforrnan..e
r under this proposed procurement.

(b). If use of Government production and research property is proposed, offeror or his subcontractor 0 has rental
agreement 0 proposes rent-free use.

Wc The offeror certifies that to his knowledge this procurement 0 does 0 does not involve tile acquisition of Givtrnment
production and research property. the disposal oi which may be restricted by patent or other rights (tee ASPR
113-307(b)).

514 PREFERENCE FOR LABOR SURPLUS AREA CONCERNS (1978 JUN) ASIR7.2003.13

afetThis procurement is not set aside for labor surplus area concerns. However, the ofteror's status as such a concern may
afetentitlement to award in case of tie offers or offer evaluation in accordance with the buy Amenican clause of this

solicitation. In order to have his entitlement to a preference determined if those circumstances should apply, the offeror must.
identify below the labor surplus area in which the costs he %ill incur on account Of manufactur11ing Or productio~n tby himself or
his first-tier subcontractors) amount to more than fifty rerc:ent t501c) of the contract price. Failure to identity tht lkcations is
specified above will preclude consideration of the offeror as a labor surplus area concern. Offeror agrees that if, as A labor surplus
area colicem. he is awarded a contract for which he wouid not have qualified in the absence of such status, he %ill perform the
contract or cause it to be performed, in accordance with the obligations which such status entails.

NAM6E OF OFFEROR
OR CONTRAcrOR____________________________ ______



solicitatiO nv O Ll 0  Number 4 Cautact Number_ _________

Il-IS FOR %NEC TIATED PROCUREMENT. RE NAMES AND TELEPHONE NUMBJERS or PERSONS
AUITHORIZEl CON DUCT "'EGOTIATIONS 1MBELOW. THIS INFORMATION IS NOT REQUIRED) FOR

Name lephone Number

B-16 THE CLAUSES SET FORTH IN THE FOLLOWING PARAGRAPHS OF THE ARMED SERVICES PROCURLMILNT
REGULATION (ASPR) ARE INCORPORATED BY REFERENCE WITH THE SAME FORCE AND EFFECT AS THOUGH
SET FORTH IN FULL TEXT. (See Secuion C-3 for availability of full text c1auses)

Clause Title .ASPR Parat~'ph Date

1. Equal Employment Compliance 7.2003.14(bX3) 1978 SEP
2. Certificate t..f 1.idepenrient Pricze Detrmination 7.2003.1 1975 OCT

3. Royalty Iniorination (Not Appli-,3ble to IFS) 7.2003A42 1961 AUG

B-17 CLEAN AIR AND WATER CERTIFICATION (1977 JUN) ASPR 7.2003.71I

(Applicable if the bid or offer exceeds S100.000, or the contratng officer has determined that orders under an
indefinite quantity contract in any year will exceed S 100.000. or a fac-' -, to be used has been the subject ufIJ cunvlctiun
tinder the Clean Air Act (42 U.S.C . 1857c.8(cXI1)) or the Federal Water Pc -.tion Control Act (33 U.S.C.1319(c)) and is listed
by EPA, or is not otnejrwise exempt.)

The bidder or offeror certifies as follows:

(I) Any facility to be utilized in the performance of this proposed contract is C3 is not 0 listed on the

Environmental Protection Agency list of Violating Facilities;

(I)He wil promptly notify the contracting officer. pnri to award, of the receipt of any communic.ation trom
the Director. Office of Federal Actiities, U.S. Environmental Protection Agency, indicating that any facility wliiz1i he

prpssto use (Or the performance of the contract is under consideration to be listed on the EPA List of Violating Facilities.
and

(iii) 1k wil include substantially this solicitation certification, including this paragraph (iii), in every nonexempt
subcontract.

18I MINORITY BUSINESS ENTE RPRISE (1976 OCTr) . S5ff 7.2WO3.74

The olfferor represents that he ()is, is not, a minority business enterprise. A minority business enterprise is defined is a
4 "business, at least fifty percent (s0e) or which is owned by minority group mcmbers or. in case of publicly owned

businessess. at least fifty-one (5 1%) of the stock of which is owned by minority group members." For the purpute oft this
definition. minority group members are Negroes. Spanish-speaking Amercan persons. Amefican.Of ientals, American Indhins.
American Eskimos. and American Aleuts.

NAME OF OFFEROR
'OR CONRACOR_____________________________
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B.-19 ARTICLE INFORMATION

f advised that this solicitation r PrOV41 testing of________________ fir st article($).

FQ~t suppliers which are identic&Mlar to items previously furnished to the G rnient. which welte
acceptable re ~ts, irst artiecmja ,will __moswaived by thec Government.

Offeror dence whicih they believe ~ ntiate a Government waiver otI s uir c cit should
furnish the fol maiion with thet offer:

Contract Number r et . ic e Approved

B-20 HANDICAPPED ORGANIZATIONS

The following certification is applicable to all solicitations which impose partial or total small business set-aside procedures
pursuant to ASPR 1-706.5 and 1-706.6 or which are comriied small business-labor surplus area set-aside procurements pursuant
to ASPR 1-706.7 and which will result in award of a contract during FY 1978.

HANDICAPPED ORGANIZATIONS

The offeror certifies that 11e is Clis not 0I an organiZIation eligible for assistance under Section 7. NhIt of the Small llui~diic,
Act (15 USC 636). An cifferor certifying in the affirmative is eligible to participate in any resultant cowmircts hereunder or 3w.'
part thereof as if it were a small business concern as elsewhere defined in the solicitation. An orianij,3tion. to be chlible unLe
Section 7(h) or the Small Business Act must be one which is organized under the laws of the United States or an% ititc. o'perate
in the interest of handiCapped individuals, the net income of which does not inure in whole or part to the benefit of an
shareholder or other indivduail; which complies with any applicable occupational health and Safety standard prescribed b% 07i
Secretary of Labor; which. during the fiscal year in which it bids upon a set-aside. employs handicapped indiwiduil' 10r not le,
than 75 percent of the manhours required for the production or provision of commodities or services. and can qualify under tlwe
additional criteria prescribed in Section 118.1I. SBA Rules and Regulations, 13 CFR 1 S.l 1.

NOTE: A handicapped individual, to be eligible for asistance under Section 7(h) of the Small hwuiness Act (15 USC 636
must remain a small business concern during die term of the ensuing contract. Such eligible handicapped individuik offeriig on
titis procurement need only certify under paragraph I, SF 33.

3-21 WOMAN OWNED BUSINESS (1978 SEP) ASPR 7-2003.90

Thfe offeror represents that the firm submitting this offer ()is. is not, woman owned btisinesi. A woman-towned
business is a business which is, at least 5 1 percent owned, controlled and operated by a woman or women- Cistirfoiled is defined
as exercising the power to make policy decisions. Operated is defined as actively involved in the day-to-day Mianagement. For the
Purposes of this definition, businesses which are publicly owned, joint stock associations and business trusts age exempted.
Exempted businesses may voluntarily represent that they are or are not, woman-owned if this informnation is available.

B-22 PERCENT FOREIGN CONTENT (1978 SEP) ASP&t 7-2003.91

Approximately percent 6f the proposed contract price represents rforign content or effott.

NAME OF OFFEROR
OR CONTRACTOR-____________________________
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C.1 STANr)ARD FORtM 33A:

a. Solicitation lnstructio,:ii .ind conditions. St indard Form 33 A. dated %lar,:h Ol'). is hicreby incaactriac lit j.i.
Miade a part hereof by [efcreice. I iW \larcli 190) editiont of tILL gtandard FUriti .,3A is herieby iltercd b~y %ulvijtijutiiig Ii.:
foilowing ASPR clauses ill lieu of the utnrespunding cliuses on referrenced turill.

(i) Late Proposals, Modtizanons of Proposals and Withdrawals, of Propciiats 1.ASPR 7.2002.4) (.1977 DLwCj. to,
clauses 7 and 8 of SF33A. (.Applicable Lo negotiated Actions)

(6i) Late Bids. Modifications ofC Bids or Withdrawal of Bids (ASPR 7-2002.2)1.1977 DEC), for clauses 7 anid X m.
SF33A (Applicable to Fornul Adverticd Actions)

(Wi) Discounts (ASPR 7-103.14 ji,1I968 JUN) tit lieu of paragraph 9(b) of SF33A.

(iv) Order of Precedence (ASPR 7.2003.41 )(1 973 APR) fur clause 19 of SF33A.

(y) Certification of Ind- pendent Price Dcterm-ination. clause 18 of Stiodard Form 33A is hereby dcleiwd 4.S..c

Section B. Paragraph 8-t16 for the substitute clause).

b. The Above ASPR clauses set forth in paragraph C- I afi). (ii), (iii) and (iv) above. in addition to those sea for th it;

this paragraph are incorporated herein by reference with the saine iurce and effect as though set foirh herein ill full temt.

Clause Title ASPR Paragraph Dale

i) Government Surplus 7-104.49 1965 J AN
(ii) Availability of Specifications,

Standards and Descriptions .7-2003.9 1977 JUN
(Wi) Unnecessarily Elaborate Contractor's

Proposals/Quotait ions 7-2003.40 1961) OC'T
Gv) New.\Iaterial 7-104.48 1965 JAN

C-.2 SPECIFICATIONINFORMATION:

'The supplies or services described in the schedule shall be furnished in strict accordance withs thse spcitkcmtut-.
drawings and requirements herein recited or referred to. all of whic:h are incorporated herein and/o, made a pirl hiereof:'
reference.

For the purpose of purchasing or sub-contracting as a result of this solicitation, both thec offeror and lite Guoerm,:o:
acknowledge that source notes on drawings. other than controlled source draw-igi. ire for the convenience of a piocurmil-
activity. Such notes are not to be construed as restricting the source of procurement. Source iinformationi provided 1 t -
convenience of lte procuring ictaiiy provides an advisory comtractor part number that is itat Goveitictt :uittmoiled jiL.
dues not necessarily rellect th~e required part equivalent to the Army Pt( Number tAPN). Bidders must deliver igail~ G'L
APN requirements rather titan contriactor part numbers.

Where no Army part numbers are listed in the item description contained in thme schedule and the ilems to be turnisli.'2
are desciribed only by manufacturer's part number or numbers, and if offeror proposes to furnish a revised or ieplicer:
part which differs in any respect frum the item or items bearing the part number of numberi set forth in the schiedtile. ol k
shall describe such differences. Offeror certifies that the item or items proposed to be furnished are iticlaacal t ill
respects. and for all purposes, with th item or items bearing the pant numbers hited it lte schedule.

to reviewing lte drawings and specifications associated with this contract. each offeror is specifically~ catiied thlma
soni of the drawings may be identified as "selected item drawings.- The specific definition of a selected item draiiie is

contained in hMIL-STD-l00B. page 14, paragraphs 201 .4.5. It is noted that a selected item is a peculiar item in one or niore
characteristics and its use as specified in the technical data package is mandatory.

Fat selected items. i.e.. those that require special screening and inspection for acceptance, it is recommended tlil lti
- requirement be accomplished by the selected item manuracturer. When the bidder imtenvds to perform the Selec.ted ltcacis

Acceptance Testing in is own facilities, or ini facilities other thin those of lte selected items imaiufacturer. hie muit
biicate below:

NAME OF OFFER
ORt CONTRACTOR_______________________ ______
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C-3 AVAILABILITY OF SPECIFICATIONS AND STANDARDS NOT USTED IN DODISS. DATA ITEM

DESCRIPTIONS NOT USTED IN DOD DIRECTIVE SOO.19.L, VOLUME 11, AD LNS. DRAI GS, AND

OTIIER PERTINENT DOCUIENTS ASPR 7-2003.9

a Specifications, standards. plans, drawigs, descriptions and oilier pertinent documents citcd i,* this solicimatioi
may be obtained by submitting request it the U.S. Army Missile Matericl Readiness Comand, Procurement ai%4 Production
Directorate, DRSMI- .ICIA . Redstone Arsenal, Alabama 35809.

b. Requests should give the number of the solicitation and the title and number of the specification, standard, plan,
diawing or other pertinent document requested, exactly as cited in this solicitation.

C-4 TIlE FOLLOWING INFORMATION IS FURNISHED TO ENABLE TIlE OFFEROR TO INDICATE LARGE OR
SMALL BUSINESS CLASSIFICATION:

a. For the purpose of this solicitation, any concern employing 500 -or
less employees is considered small business. Contract resulting from the solicitation shall be awarded in accordance with Title
10 U.S.C. 2304(aX 1)

b. Product Classification 3499

C-S DETER16INATION OF RESPONSIBILITY:

a. Award of a contract to a putenti4 supplier is not based on lowest evaluated price alone. Due conasideration shall
also be given to those standards fur responsible prospective contractors as set forth in ASPR -o00. including but nut limited
to, (a) adequate financial resources. I b) ability to comply with required or proposed delivery schedules; c) wtisfactory record
of previous performance and, (d) sitstactory record of integrity.

b. Offeror agrees to furnish the Contracting Oficer any information requested as to his technical, finanial and
production ability to pertorm any contract resulting from this solicitation.

C. A survey team may contact your facility for the purpose of determining your financial ant technical ability to
perform. Current .ettified inancial statements and other data pertinent to this offer should be available at that time."

C-6 DUTY FREE ENTRY OF LISTED CANADIAN SUPPLIES:

In keeping with the po'pcy to enhance economic cooperation with Canada in the interest of continental defense, dut.'-frC
entry should generally be accorded Canadian supplies that constitute, or that are directly or indirectly incorporated ,,,. cd
items included in the Department of the Army Lists of Supplies (APP 6-103.5) maintaiied pursuant to ASPR 6-101.Sat.
(This list includes supplies of a military character or which are involved in programs of mutual interest to the United Sutit,
and Canada. Parts and equipment for listed supplies, even though not separately listed, are considered to be for listed
supplies.) Duty-free entry should be accorded such supplies by the issuance of duty-free entry certificates in accordance with
ASPR 6-605 and, in particular, as provided in the contract clause.

C-7 DISPOSITION OF DOCUMENTAT4IN:

Documentation supplied with this solicitation may be retained until award of contract (resulting from this solicitation) is
announced at which time

a. Unclassified material may be destroyed or retained, and

b. Classified material will be destroyed in accordance with Industrial Security Manual or retained after specific
approval by the contracting officer.

C-8 RATED OR AUtIIORIZED CONTROLLED MATERIAL ORDERS (1974 APR) ASPR 7-2003.-22

Contracts or purchase orders to be awarded as a result of this solicitation shall be assigned a ODX.
rating; (I I)(.. A2 rating. Q DMS allutnent number (Cunltr;tan Ottlcer heck arrro.
psiate box or boxes) in accordinci with the provisions of DPS Regulation I and/or DMS R'.iualttun I.



* ~ tt~i t?~'~ ~ 8pge Number 8 Contract Number

C-9 PREPARA1ION OF~ DO 250:

Material Inspectionl ind ReCciing Relikrts IDD Form 250) will be prepared and dillusbuled iii sccrdancc wih ASPR
7-104.62 anJ ASPR Appendix 1. Copic% tot the purcltasin office and inventory conitoll mnnir wgl K- ftieidd to U S
Army Misailt Material Readiness Conumand. Alin: DRSK1{-ICBATrntr~r ,Rcditone Afsinet. Alititun~
35809. If this contiact contains the clause entitled "Cufrection of Det-iancies" tile %farement below must a..imwpmiy vads

copy of the DO 250.

Supplies are covered by a warranty Air a period of 120 calendar days after ac .cptanct. If an iltmf i% found its ',

defective notify U.S. Army kliti Staterial ReadinCSS Command. Redstonre Atienal. Alibamai 35SU9,~ %Il\
DRS.%IIQ. Forward an information copy of the notification to the cognizant OCAS.

C-10 TYPE OF CONTRACT:

A rurm fixed pr ice contract is contemplated as a result of this solicitation.

Oil GOVERNMENT PRODUCTION AND RESEARCH PROPERTY

a. it is not the desire of the Goverflywrnt to purchase or have purchased for its account iny faciliies. special iqss11l

aid/t test equipment for use in pe~frontie of any contract awarded pursuant to tis skilicttatin.

b. The bidder/offeror is expected to provide all facilities, special tooling, and special test cequipment retjuiord tin thic

* efformance or this proposed contract ex'cept Govetnruvers-owrsed facilities, special tooliing and specil tket %lillpilcn,
(hereinafter described as Goverrnment Produ,iron And Research Property -'ASPR 13-101.1)). presently tin his p )swsuni ol Ini
the possessioll of 2 proposed subcontractor, which he plans to utilize and which hie mhust identify as required bLvutw

NOTE: FAILURE TO RESPOND TO THlE FOLLOW[\NG APPLICABLE PORTIONS OF TIS SPECIAL PROVISION
SHALL CONSTITUTE BASIS FOR REJECTION OR BIDOFFER AS NONRESPOSSIvE. lCermicirioni fo~r-
mat11 is at Section B. 0))

C. This bid/offer precludes tlit use of Govefrnment production and research property in possession of L1)ntrictn% 1u;
which rent ks not being paid, or filr which rent-free use is not arithorazeJ.

d. If proposed use of Govevnent Production and research property is subject to ceJsraimg renial agreement.
biddterloffevoir will submit with his had/offet the contract or rental agreement number and name and iddrcss tit'adtnt%tel mg
contracting officer.

t. If Government ;iroduction and research property will be used onl rent-tret bisi. tile bkdloffer miust %:ont am. as5 a
minimum. information in response to) the ItOllowing for each line item in the bid/offer;1

(1) A list or description of Al Government production and restAtchI property which %he bidderssiktror ot I,,-.
Anticipated subcontractors proposed it) use on a rent-tree basis, including propert% Alreids tin posiesision Aif tile biddee,-i 'i erori
=Wd his stibcontrictors tinder othver contricts. Descriptions (to include age' anid/%r acquisitin coust of eachi Iem. J%
appropriate) shall be included for each category of property set foith in Seucuon D.

* (2) For Government production and research property already in po5,sssion oif ilic bidder /tt eaun .mr 11.,
proposd subcontractors, identificationi of the facilities contract or Oliver instrument under which tisc prulptr IV t held. 3#1,:
dma witten peirnission of the contracting officer having cognizance of the property for use of thit property withlott !tifgv

(3) The amount of use (in months) of Government production and research property, and. wifla respoeci tO JOn)

aich property which will be used conctoircntly in performance of two or more contracts, tile anirourts itr tile respe. lvc uUN~
in sufficient detail to support the proration rcquired for concurrent use.

(4) Maintenance of Governmient production and research ptoperty shall be pcilttimed by tile bidder/totlcrio.
NW a sdeparate funding in support of thlis proposed procurement shtall not be provided.

01C-2 MINIMUM ACCEPTANCE PERIOD (07S MAR)

For adtvertized Procuremnt. orferors allowing tess than flit nmbser of calendar dlays specified iii thle Iffer- pssrtiuosa ot
SF 31 (Page I of the solicitation) for acceptance by [fie Government %% Ill be rejected asnor.bni.

01&3 BDS SUBM11lTED ON OThIEK TIIAN FOB DESTINATION BASIS WILL RE RHJI CTED AS N0%RI-.IVNSIVt.

7b*/
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C-14 PIOTICE OF TOTAL SM1ALL BUSINESS SET-ASIDE (1972 JUL)

(a) Restig'ne'. offers under this procurement are soicted from sm~all business concerns only anid this proscuremnent
is to he awarded only to one or more smiall business concerns. This actiun is based on a determinat ion by tfie Conrfat.uag
offricer. Alone or in conjunction wiuth a representative of the Smtall business Admninstration that it is in (lie iterest of
mnaintaining or mobilizing lime Nation's full productive capacity, in the interest of war tot nationial defense programs, or III the
interest of assuring that a fair proportion of Government procutement is placed with sinall business 4'Uncerns. Offers received
front firmns which arc not small business concerns shall be considered nontesponsive and shall be rejected.

(b) Defninin. A -snitia hussiosess (lilerm "is a concern. including its affiliates. which is independently owned and
operated, is not dominant in the field of operation in which it is offeringt on Governnment cuntracts. and can fur ther q~uialty
under the criteria set fotth in regulations of the Small Jusiness Administration lCuIJC of Federal Regulations. "itnk 13.
Section 121 .3-8). In addition to meeting these criteria, a manufacturer or a regular dealer submitting offers in his own tumec
must agree to furnish in the performance of the contract end items manufactured tic produtced by small business concerns:
hvu~led. That this additional requirement does not apply in connection with construction ort service contracts.

C- 15 PROGRESS PAYMENTS (1974 APR)

The need for progress pa) ments conforming to regulations (Appendix E, Armed Services Procurement Re-julictunr) will
not be considered is a handicap or adverser factor in the award of contracts. Authorized pirtgress payments sadl not be a
factor for evaluation of b'ids. The appropriate "'Progress Payment" clausf attached hiereto stall be included in the cuntrA.-i
awarded in the inimnner hierein provided, however. the clause shall be inoperative during the timet the contractor's ictmuiting,
system and controls mse determined by the Government to be inadequate for segregation and 3ccumnulation of uontrict costs.
For Small Business conscrrs the claust tdsignatcd "Progress Paymients tor Smill Biusiness Concerns" (7.l104.35(b)) shall be
used for such Contractors.

C-16 This solicitation is a Quantity Discount Solicitatioi. As such, offers are

solicited for each quantity identified by CLI14S set forth ini Section E. Award will

be made for the quantity determined moat economical for the Govierment to procure
pursuant to Clause D-7. Award willbe for one CLIII only. Offers marked all or none
will be considered fon-responsive.
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SE.CTION D) - EVALUATION AND AWARDS FACTORS

DI DISCoINrS: Otfets will bc evaluited in accordance with Pitagraph 9 of SF33A (Incur psraled hereins hN- let - cic)
The Clauit entitled "Discounts".. (6crncrjl Provisions. Section L-2. Clause isumnber 14, ASPR 7-103.14. (1969~ JUN)
substituted for subparagraph 9b of the SI:33A.

V-2 IF GOVERNMENT PRODU~CTION AND RESEARCH PROPERTY WIL.L BE USED IN PERFORMNCEN~ of.~
CONTRACT AS A RESULT 01: Tills SOLICITATION, EACH SIDIOEFLR%%ILL BL EVALUATED IN ACC(ORI)AN\Ci
WITH THE FORMNULA IN PARAGRAPH i BLLOWV.

Total Cose of htem x monthly Rentail NIonE hi of Lise x Concurrent Use Factor

a. Number of Items to be Produced

(I) Total Coms a% lit sum of acquisition cost, and all additional c~r-cnditures for improvements. and in% Judes

(meight and s' altiton.

(2) Monthly Rental i% computed as indicated in subparagraph bckvn.

03) Months of U-tv it the number of months. of usc in performance of mliii peoposcd contract (from Itt deliserv
msonth through month of last dtliery per deliver)- schedule).

(4) Coni-atent Vw r~ctow i% a 63tin the nusmerator of which i% the aiosnt of use (e.g.. labor hour,)t of'
property fair this proposed tontraict. or for each line item therscoa. and at-.~ denominator is thc %um of .nv

peossly authoried use of %uch proper f% b) budder/offeror tot oitheir project, during lite period, and the
use requested under thas proposed contract.

(5) VMSt EvAluatioin lFactorl is the total evaluation factor divided by thc number or item, to be produced.

b. Categories and applicable monthly base rates are as follow%:

11) For machiniug and production equipment of the type covered by the fotlow ins cLass*

Federal supply Classincstuon

Cede Numbers Description

340S. 3409. 3410. 3411 thru 341t9 Machine Tools
3441 thru 3449 Secwtsdr) Nlctilfornung %tachincry

The Applicable Rates Are

*AV of Equipment 111offly Rental Rate

* to 1years.................................3'
Ove 2to 3 ears ....................................... 2'i0

6vtr3 to 6 Vewr............................................ 3-
Owl 6 to 1l year ........ 4................................... I

O0e 1lOycar% .......................................... .s

*The age of each item ot the above equipment *hall be bated on the year in which it A-a% manufactured. with an annual birihli
ens I January of each lear thereafter. On t January icollowingl the date of manufacture. the item shall ht considereal ie %evar id.
and em each suceceedingt January I st it %hall become one year oilder.

62) The monthly rental rite for the use of electronic test equipment and automotive eqsasmpcist will be two pert eat of
Ott total csat.1

(3) The mothly rental rate for the use of Govefrnment-owned plants or buildines vaill be bated on 5/12 per cent of land
aequlition coat and to-thirds per cent of acquisition cost of improvements lbuildings,. roads. utilities. etc.). The area required
to use in the, proposed contract performance shall be prorated from the whole facility.

(4) The monthly rental rate for all other Gfovernment production and research property ti mentioned abuse will bc
epercent of the acquisition c"s.I

(3) The proposed use of each item of Government production and rese-arch proprtl shalt b.e supported by Utilara2tain) Of
Or above formuala in the following format (fo each fine item in the bid/offer for swhich badder/utferor intends, to use sudi

Poerty:

* a) I Total Cost of machinery and
production equipment

III Lim I % Monthly Rental Rate_______

1111 Line 11isMonth of Use _____

IV Mil IIIxonurrntU

Fodo
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0) Total co% ofrclevtrant rest
e qaaa;'nant ind autonotive equipnwnt

11 Line I %2Z _____

III Limc It ,% Months of Use_______

IV Lime IIll s'oncurcntl Use Factor

V Vail I'vilujaisooo I actor_________
110 1 Acquiatain tost of Govcrnnacna-owned lanrd _______

1I Line I t 0-4n

III Line 11 %~lijah% of Use

IV Line III Conc~uinrn Use Factor

V unrnsaktion Factor

(d) I Acquisation cout of Govermint-owned
buildlIngs 41IJ laarOWITmCaaS

1I Lime I % 0.67"7

Ill Line 11 % Months of Use

IV Line III % Concaarrcnt U~c Factor

V Unit lFVJIUatiaan lj2Ct0r

lD I Aviluoistioan cost of other Governmecnt
production and rcscarch poepcrty

It LineIsxt';

III Line I1 %. %lontiv of Use

IV Lime IIl Concurrent Use I'actoar

V Unit lhjtuainin Ilof _______

(6) Bid&-tsoarcrnr% are %olct% responsiblc (or determining %%hctbcr G.overment ptoiatction and rewsarth prouwvt% IN-)
intend to usc ailt acquar ret~hblitit I n. rnodcrniation. consvrsaon. or an' suliurcts too %s ti th lac bodildcr,,aIlcrfor dcsars
separate rcarnburwcnaent Thewc costs m;ust bt: itifid weparitel) an lte twd.jutlcr wi the) Inao &. added to thc bad.'ottr t.w
evaluation rurpo-es.

47) The usc of e~asann1 : (,niamant prodioction and rcscart.h proupca' %oc:aacd in praas~scatlow sut'ouitjtor'% plant% %%ill
bc nalbjcct ito the evn.ral o.ndiun.and linttions-as ire aniposed on hidJ~r otfcr ume Iaj% lie csalualion da~jtatimbilled Is% [tie
bidder:;orffror % a in, unude buth twhe dclaco and suKcontraclor usjt. not sut t ropcrtm. In the J115a an 4 saata'aa.a t
dcsiring free us~age of c~asinfl G- rilnwnt rrodtiction and rescir, h pfoprrl rctuss to1 Properly adcaaaat) sAW1i GOWscraaaaC414
equipmcnt in his quoui to amy trosptac t'.decrjottcror. the Goscrnacnt %fll either:

(a) RLfusc tea authoaac the subcoftrwtov'suse ofsssth p-olitt. or

4b) rvjalat filly; or the acquisition cost of all Gov;canmntn rroishisand rcsgarcl, ptrlact in 4'stsscssisit of
the subcontractor against the bidlolfer ofii se hdderloflerov proposing to usc Qch sau-triactow. or

Ic0 Reject th, bad/otter 4% fonn:anave to thee ternni ed cuniifons.

D-3 PREFERENCE FOR LABOR SURPLUS AREA CONCERNS (See Swoton B-14 fr evaluaiona crltria)

D-4 EVALUATION OF ALTERNATEIEARLIER ALTERNATE DELIVERY SCIIEDULES (Sec Sectiou 11. paragrilih 11ll.
- CA. and e)

D-5 I 'I E APPROVAL. Costs of first article testtng will Owall taut Obe a ractor in the evaluation of olfcrn. nor
estin t 16awng as ITis taguarc I% lot
evdlua in nut a representation as to lte act(uji cost to he aIncurred hy lte suciessrul csmntra~o Ita a
addtional si I cr rcjection of tle fir st sample.)
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D-6 Bidders are requested to submit a price for all CLINS. If any bidder fails to
submit a price for one of the CLINS it shall be considered as a no-bid for that
quazatity and the bidder will not be eligible for an award of that quantity.

D-7 PRICE DISCOUNTS BASED ON QUANTITY.

In order to take advantage of quantity discounts the purchase quantity will be
determined using the criterion of lowest annualized total cost to the Government.
This total cost includes the cost to 'the Government of ordering and holding inventory
as well as the cost of the items themselves and any other cost/price factor utilized
for evaluation purposes as may be set forth elsewhere in this solicitation.

7
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M(u 1,0 -0 ,101 CONTINUATION SHEETDA 1
I(: t 91ON 1O SF 30 AVV9)OV(O 1

NA#A Of 01111010OR CONINACIOSk

I1hA NO. IUFPutIS(IS QUAkillg1 u~ u"" Uit "E AOUNI

PART 11 - THE SCHEDULE

SECTION E - Supplies/Services & Prices

0001 Production Quantity 105 Ca
(a) NSN: 4140-00-939-6873
(b) NOUN: Shell Assembly
(c) APN: 9096772
(d) PRON: D1923893

0002 Production Quantity 145 CA
(a) NSN: 4140-00-939-6873
(b) NOUN: Shell Assembly
(c) APN: 9096772
(d) PRON: D1923893

0003 Production Quantity 185 CA
(a) NSN: 4140-00,-939-6873
(b) NOUN: Shell Assembly
(c) APV: 9096772
(d) PRON: D1923893

0004 Production Quantity 225 ea
(a) NSN: 4140-00-939-6873
(b NOUN: Shell Assembly
(b) APN: 9096772
(d) PRON: D1923893

0005 Production Quantity 265 ea
(a) NSN: 4140-60-939-6873
(b) NOUN: Shell Assembly
(c) APN: 9096772
(d) PRON: D1923893

0006 Production Quantitv 305 ea
(a) NSN: 4140-00-939-6873
(b) NOUN: Shell Assembly
(c) APN: 9096772
(d) PRON: D1923893

0007 Production Quantity 345 a&
(a) NSN: 4140-00-939-6873
(b) NOUN: Shell Assembly
(c) APN: 9096772.
(d) PRON: D1923893

Award will be made 'on only one of the above 7 CL4NS.
Determination of which CL14 will be awarded will be
mde by thc G overnment pursuant to Clause D-7. My
proposal marked all or none will be considered ncn-
tesponsive.%
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SECTION F- .D iiption/Spectk:a3tion.

PROCUREMENT DOCUMENTATION

Drawing/Specification list dated Feb 16, 1979 is attached as page 25

SECTION G- Packaing and Marking

CUNISLIN Unit Pack Inter. Pack Pkg Level Pack Level Pk S Dat3 Sheet

In accordance with WIL STD 1188A, dated 5 Jan 78.

N~otes:
(1) FEV *1~C1RJJPack ini accordance with MIL-STD I1188

(2) ae 4CoCtontaina -, fro ficiencieC Clause. Pakage(s) must be marked as follows Ieri(s)

a ty DeridDuf T20 s cceptance
DATE



I) )7Z9-6-0586

Solicitation Number. Page Number hr Contract Number

SECTION H- Delivery or Performance

H-I DELIVERY SCHEDULE.

a. Attention is directed to paragraph 10(d) of the Solicitation Instructions
and Conditions, which provide that a written award mailed or otherwise furnished to
the successful bidder results in a binding contract. Any award hereunder, or a pre-
liminary notice thereof, will be mailed or otherwise furnished to the bidder the day
the award is dated. Therefore, in computing the time available for performance, the bid-
der should take into consideration the time required for the notice of award to
arrive through the ordinary mails. However, a bid offering delivery based on date of
receipt by the Contractor of the contract or notice of award (rather than the contract
date)will be evaluated by adding five days for delivery of the award through the
ordinary. mails. If, as so computed, the delivery date offered is later than the delivt.
ery date required in the invitation, the bid will be considered nonresponsive and
rejected.

b. Required Delivery Schedule:

Delivery is required on or before the following number of days after date of contract:

210 Days 240 Days 270 Days 300 Days

CLIN 0001 105
Cer1 0002 105 40
CLLN 0003 105 80
CLIN 0004 105 80 40
CLIN 0005 105 80 80
CLIN 0006 105 80 80 40
CLIN 0007 105 80 80 80

c. Bids offering delivery on or before the date specified above will be evaluated
equally. Bids offering a later delivery date will be rejected as nonresponsiv. Bid-
ders offering an earlier delivery date will specify below and will be required to
deliver on the date so specified.

In the absence of a definite statement by the bidder of the time required for delivery
it is understood and agreed that bidder promises to comply with required delivery
schedule.

NANE OF OFFEROR
OR CONTRACTOR-
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Swal'taion Numnhcf ______________Page Nuinbc 16 Contact Numbel_________________

H-~2 FOB POINT SHALL BE AT DESTINATION4. Items shall be delivered all transportation paid
by the contractor, to the destination specified.

H-3. DESTINATION/ CONSIGNMENT INSTRUCTIONS. All packages will be =ariced with the Contract
Numiber and applicable MILST.IP number and SHIPPING ADDRESS reflected below:

MILSTRIP NO. IPD PRON SHIPPING ADDRESS

W31GM3.044A953 W25GlU JA 12 D1923893 Transport 'ation Officer

*New Cumaberland Arm-y Depot

CLIN New Cumberland, PA 17070

001 66 ea. 0004 106 ea.
0002 i06 ea. 0005 146 ea.
0003 106 ea. 0006 146 ea.

0007 146 ea.

w31G3H9044A954 U62G2T JA 12 D1923893 Transportation Officer
Sharpe Army Depot
Lathrop, CA 95330

CLIII gr CLIII M
001 27 ea. 0004 67 ea.
0002 27 ea. 0005 67 ea.
0003 67 ea. 0006 107 ea.

0007 107 ea.

W3lG3H9044A955 W45G19 JA 12 D1923893 Transportation Officer
Red River Army Depot
Texarkanna, TX 73501

CLIII QT_ CLINI _

V001 12 ea. 000O4 52 ea.
0002 12 ea. 0005 52 ea.
0003 12 ea. 0006 52 ea.

0007 92 ea.

ton-,
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SECTION I-Inspection and Acceptance(

1-1. (FIRST ARTII . minary inspection shall be at origin. Final inspection and acceptanc shall be at dcstinatiom
IF REQUIRE ' Fst, evaluation and approval. The ru article submitted for testing under tis Icontroct shall

sVperformance requirements and material, dimensional. heal treat, surface finish, and
e ons Th oenetwl efr c heia.pyi.t ucinl

*quirecnts as set forth in the drawines, supplementary quality assurance provssins.

evrq"369 as necessary to determine that the requirements of the applicable specifications
and diWV en met.

(ALL OTHER QUANTITIES). Items beinspected and accepted at the contractor's plant.

1-2. ENVIRONMENTAL TEST:

I. Notwithstanding anty other. provisions of the contract, the following ervironmental test requirements shill apply:

a. The contractor shall perf~rm or have performed the environmental test set forth in the acceptance test
table(s) of the applicable drawing(s).

b. The contractor shall perform or have performed power bum-in (pre-conditioning), whien specified.
regardless of where the requirement appears in the contract, specification(s) or drawing(s).

2. The contrpctor shall not perform or have performed any other environmental tests set forth in applicable
drawing(s) or specification(s). unless otherwise specifically identified below:

3. The contractor, however. is not precluded from conducting any additional environmental tests as it deems
necessar), provided the item(s) or components thereof, which have been subjected to such tests. ire not furnished to the
Governmer in satisf action of the requirements of this contract.

1.3. QUALITY6 P I ON: /

Completed Pr c may be required for Quality Verification Inspection. 'The Contractor shall. 30 days prior
to the first s..hedue d~o duction hardware, notify (in writing) the Procuring Contracting Officer and DRSMI.Q.
USA Mlissi'e Material Rea ~d. Redstone Arsenal. Alabama, of the contract number, scheduled shipment and
quanwity to be shipped. If Q J' ation samples are required. a unilateral contract modification will be executed
regarding shipping instructions a nlty to be shipped.

-- .
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Solicitation Number ______________Page Number Contiact Number________________

SI (IjIN 1-special Conditions

J.I. I NIORTANT NOTICE:
a. The Contractor %;[Il nut accept any instructions issued by any person other uhan the Contracting Officer or the

Co;itra..ting Officer's represenltative (CORp when one is appointed. If a COR is appointed, the 3ppointment will be done by
letterto ile COR with the &:ope of the COR's authonty set forth in the appointment letter. A copy os the appointment letter
will be furnished to the Contractor.I

b. No information, other than that which may be contained in an authorized amendment to tile purchase
instrument duly issued by the Contracting Officer which may be received from any person employed by thle U.S. Government
or otherwise, will be considered as grounds for deviation from any stipulation of this purchase instrument or reference
drawings and,'or specifications.

J-2. IVOICES: Contractors are encouraged to use copies of the DD :50 as an invoice, in lieu of a commercial form, but
aWe not required to do so. Invoices shall be submitted in quadruplicate (one copy shall be marked -original"). Invoices shtall
contain the following information:

a. Contract and order number (if any).'

b. Contract line item numbers reflected on the contractual document.

C. Description of supplies or services, sizes, quantities, unit prices and extended totals. Bill of lading number and

weight of shipment will be shown for shipments made on Government bills of lading.

d. Related Material Inspecti on Receiving Report shipment number.

Payment for any first artic!es produced under this contract requires written approval. The invoice for this contract item

should not be submitted until after the required written approval is received.

J1-3. FIRS LE APPROVAL-GOVERUNMEN'T TESTING (1969 SEP) ASPR 7-104.55(b)

a. Abe$ is.....IA.....unit(s) of Item _______and shall. with.n_____________
t ) caendar days from the date of this contract, be delivered t. -. e Government at Redstone

Arsenal, Ilab a, 'tarticle approval tests. The documentation accompanying the first :,':icit shall contain this contract
number and t d-Afication. The. performance or other characteristics which the first 3rtiz e mus met, td the test,
to which it willsu nt>1ained or referenced in this contract.

b. TeCn &shall, by written notice to the Contractor within______________

~ calendar days after receipt of the first article by the Government. approve,
conditionally approve. or dzjve e first article. The notice of approval or conditional approval shall not relieve the
Contractor from complying ' h~ irements of the specifications and all other terms. and conditions of this contract. A
notice of conditional approva ~ y further action required of the Cntractor. A notice of disapproval shall cite
measons therefor.

C. If the first article is d' veil by the Government, the r y be required. at the option of the
Government, to submit an additional Pirst article for first article approval t -h notification by the Government to
submit an additional first article, *the Contractor shall at no additional cost o nment make any necessary changes.
rooditications, or repairs to the first article, or select another first article Its uch additional first article shall be
furnished to the Government under the terms and conditions and within me s cihied in the notification. The
Government shaill take action on the first article withip the time limit specifie The costs of additional first
article approval tests and all costs related to such test shall be borne by the Contri 'erment reserves the right to
require an equitable adjustment of the contract price for any extension of the dl necessitated byadditiotul
first article approval tests.

d. If the Contractor fails to deliver any first article for test within the timortt ci ,or If' the Contracting
Officer disapproves any farm article, the Contractor shall be deemed to have failed to make1 i% . Wit t e menn o
"*Default- clause of this contract, and this contract shall be subject to termination for df IF that failure of thet
Government in such an event to terminate this contract for default shall not relieve the C. .tor his iesponsibility to
met the delivery schedule for production quantities.
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SPECIAL NOTICE: SEMICONDUCTOR DEVICE TRACEABILITY
J-4

If semiconductor devices, in accordance with MIL-S-19500, are specified in

the drawings, parts lists, specifications, or elsewhere in this contract,
then MIL-S-19500 (latest revision in effect on the date of contract) is ap-

plicable in its entirety. The requirements of MIL-S-19500 shall be extended

to all subcontractors, suppliers, distributors and manufacturers of the semi-

conductor devices delivered under this contract. Documentation traceability
requirements required by MIL-S-19500 are:

"3.3.1 Traceability documentation. Procurement traceability of JAN
marked devices shall be confirmed by documentation to the Government or to

users with Government contracts or subcontracts regardless of whether the
devices are procured directly from the manufacturer or from another source
such as a distributor. When other sources are involved, their documentation
shall be in addition to and include that provided by the manufacturer and
previous distributors. This documentation shall include the following In-

formation:

a. Manufacturer"e documentation:
1. Manufacturer's name and address.

2. Customer's or distributor's name and address.
3; Device type and product assurance level (i.e., JAN, JANTX,

JANTXV, JANS.)
4. Lot date code (including assembly plant code)
5. Inspection date or latest reinspection dater.

* 6. Quantity of devices in shipment from manufacturer.
7. Signature and date of transaction.

b. Distributor documentation for each distributor:
1. Distributor's name and address.

2. Name and address of customer.
3. Quantity of devices in shipment.
4. Latest reinspection date, if applicable.
5. Certification that this shipment is a part of the shipment

covered by the manufacturer's documentation.

6. Signature and date of transaction.

As used herein, the terg distributor means any source other than the manufacturer."

NOTE: The traceability requirement will be enforced by the inspections detailed
in paragraph 4.1 and its subparagraphs of MIL-S-19500.

A.
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Soi i'.t,0,, Number Page Number 0 Contraet Number

SECTIION K - Contract Administration Data

K-1 PURCIIASING OFFICE REPRESENTATIVE

Unless otherwise specified in this contract. aU contact with the purchasing office shall b: through tie Admimsttjtive
Contracting Officer to the address in Block 7 SF33(page I). using the name and telephone number set forth At the co.mlusomi
of Blu,.k 9. SF33(page I).

K-2 ACCOUNTING AND APPROPRIATION DATA.

MCKS CODE; 070011DS

ACRN: AA ACCT CLASS: 2114991 0630-63 2600 S01021923893 $ _.

I I
/

* K-3 REMITTANCE ADDRESS (if different form addrem In block 17 of SF33 (page I).

Name

Street Address

*ity, State. Zip.Code

NAME OF OFrEROR 'S.

OR CONTRACTOR

JsJ
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Solicitation Number_____________ Page Number CoaftacI Numbr________

PART III GENER AL PROV'lSlONS

SECTION L - Genctal Ptutisons.

LI The prnvi~ons of MIe contract clauwset forth in IlIC follow ing pa3rz3phs of the Armed Sefvircrs Procurement Regulat~ion
(AMI) arc icotpoijie n 1h6 COntract bk scicence ith the same luict and effect atthmh Wicen si forth in full text.

CLAUSE TITLE@ ASPR PA RAGRAPH4 DATE

1. DEIITIOS .. .. .. .. .. ... ... ... ... .... ... ... 7-103.1 .. .. .. ... ... .. (1962 FEI")
2. CHANGES. .. .. .. .. ... ... . ............. 7o103.2..........(96JN

3. EXTRAS .. .. .. .. .. ... ... ... ... ... .... ... ... 7-103.3 .. .. .. .. ... ... (1949 JUL)
4. VARIATION IN QUANTITY. .. .. .. ... ... ... ... ....... 103A(a) .. .. .. .. ... .. (1949 JUL)
5. INSPECTION .. .. . . .. ... ... .... ... ... ... ..... 7-103.5(a). .. .. .. .. .... (1958 MAY)
6. TITLE AND RISK or LOSS.. .. .. ... ... ... ... ... ... 7-103A .. .. .. ... ... .. (1963 JUN)
7. PAYMENTS. .. .. .. .. ... ... .... ... ... ... ..... 7-103-7 .. .. .. .. .... .. (1958 JAN)
S. ASSIGNMENT OF CLAIMS .. .. .. .. ... ... ... ... ..... 7-103. . .. .. .. .. .. .... (196211LI8)
9. ADDITIONAL [BOND) SECUKITY .. .. .. ... .... ... ..... 7-1039 . .. .. .. ... .... (1949 JUL)

10. ITDIIRAL. STATE..AND LOCAL TAXES .. .. .. .. ... ... ... 7-103.10a) .. .. .. .. .... (1971 Nov')
11. DEFAULT. .. .. .. .. ... ... ......... .. . .... ... ...... 7-103.11 ....... . ..... . .(969 AUG)
12. DISPUTES.. Sce Paragraph L2 --

13. RENEGO1IAIIX3N.. .. .. ... ... ... ... ..... ..... .... 7-103.13(m). .. .. ...... .. (295 9 OMT
14. DISCOUNTS. .. .. .. .. .. .... ... ... ... ... ... ... 7-103.14. .. .. ... ... .. (1963 JUN)
15. CONTRACT IUORK POURS AND SAFETY STANDARDS

ACT~ - OVERTIM:E CONIPLNSATION. .. .. .. ... ... ... ... 7-03.6W .. .. .. .. .... (2971 NOV)
16. WALSII-FILALE% P: !. L:CCCNTRAC TSACT................. 7-bi01................ (1958 JAN)
17. EQUAL OPP'At. Y.............................. 71011sw ............. (1976 Su')
13. OFFICI %LS N\OT 13 i4 NFIT.......................... 7-103.19............... (1949 JUL)
19. COV'ENANT. GAA'.-i'CONTINGENT FELS................. 7-103..U ... ....... 21958 JAN)
20. TERMINATION rOk CONVENIENCE Or-

THlE GOVERNMENT ................................. 7-I03.21b..............21974 OCT)
21. AUTH2ORIZATION\ AND CONSENT . 7tU............-012 ............ (1964 MAR)
22. NOTICE AND ASSISTANCE REGARDING PATENT

AND COPYRIGHT I\FRINGEMIENT. .. .. .. .. ... ... .. ... 7-6M .. .. .. ... .... (1%65 JAN)
23. RESPONSIBILITY FOR INSPECTION .. .. .. .. ... ... ....... 7.22.. .. .. ... .... (1968 SLP)
24. PRICING OF ADJL'STIENTS .. .. .. ... ... ... ... ..... 7-10326. .. .. .. ... ... (1970 JUL)
25. CLEAN AIR AND SATEr............................ . 7103J............... (1975 oc- n
26. BUY AMERICAN ACT............................... 7-109J................ (I9M MAY)
27. UTILIZATION OF S.IAI L IIUSINESS CONCERNS............. 7-104.14(3).............. (19S3 JAN)

* .28. EXAMIINATION or- R1 CORDS BY COMPTROLLER GENERAL ... 7.10L................ (1975 JUN)
29. GRATUITIES..................................... 7-10426............... (19S2 MAR)
30. CONVICT LABOR................................. 7-104J7.............. (1975 OCT)
31. PRIORITIES. ALLOCATIONS. AND ALLOTMENTS............ 7106.13............... (1975 OCT)
32. UTILIZATION oF LABOR SURPLUS AREA CONCERNS ........ 7-106.3()............. (1978 JUN)
33. SUBICONTRACTS.................................. 7- IO4.D).............. (1977 APR)
34. DUTY-FREE E:NTRY - CANADIAN SUPPLIES................ 7-20132............... (1977 APR)
35. UTILIZATION OF MINORITY BUSINESS ENTERPRISES........ 7-10426(a)............. (1971 NdOV)
36. INTEREST..................................... 7-L............... (1972 bIAYI
37. LIIIATION O. LIABILFIN........................... 7-214S(a).............. (2974 APR)
38. MATERIAL INSPECTION AND RECEIVING REPORT........... 7.1012............... (1969 DEC)
39. F.O.II. DESTINA;ION............................... 7.16&n............... (1969 APR)
40. DIVE:RSION or sw!MNT UNDER F.0.B.

DESTINAI ION CCN IRACTS.......................... 7-IOU,............... (1971 140V)
41. GOV'RNNMLNT DEL Vs OF WORK.......................10427(f).............. (I9%a SEP)
42. rAYNME NT or I\TERLST ON CONTRACTORS' CLAIMS ........ 7-IU"................ (1976 JUL)
43. REPORrOF Si1IP'-!LNT (RESIflP)....................... 7-10L4................ (1%68 JUN)
44. DATA REQt IREIEN TS............................. 7-16111................ (2972 APR)
45. PREFE'RENCE FOR D)OMESTIC SPECIALITY METALS

(MAJOR PROGR %%N ................................. .7-10ON3().............. (1974 APR)
46. 17.0.11. DESTINATION - LVIDENCE OP SIIPMENT............. 7-10076............... (2963 JUN)
47. INSPECTION SYSTEM................................ 7123W.. .. .. ... .... (1967 AUIG)

48. INSPECTION..................................... 7-"d)............... (1977 SLP)
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I;' . .. .. . . . . . . . . . . . . . . .... ... .... . 7-1043 ..', . ...... ... (I97I JUL)

50, AFFINP'sATIVE ACT'.%. FOR DISABLJD V1'TER,'5,q
AND V-'f'ERA!7S OF T-: VL TN.. A. -103.27 . ( L )

.5. ArFIR':ATIVE ACTION FOR HANDlCAPi'LD
WORKERS . .... 7-03.2o . (976 .IAY)

1,2 The following clauses 3re furnIbti'd herewith in full text, atti-:h¢ to Setien L

Ny. Clause Title aftlence Date No. of Pages

PROGRESS PAYMENTS FOR SMALL
BUSINESS CONCERKS . . . . . . . . . T-104.35(b) . . . . (1978 JUL)
PROGRESS PAYMENTS FOR OTHER

THAN SMALL BUSINESS CONCERNS . 7-J04.35(a) . . . . (1978 JUL)

DISPUTES ............... 7-J03.12 ..... (J979 FEB)

ALTERATIONS IN CONTRACT.............. 7-105.1(a) ......... (I949 JUL)

Mae folowing alterations have been made in the provisions of this contract.

4i
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OR CONTRACTOOR
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D..!:,t. (28 FED 79) DIA R 7-103.12

(a) This coretroct is ,ubject to the Cont"¢ict Disputes Act of 1973 (1 U.S.C. 601,
et. seq.). If a dispute arises relutini to the contract, the contractor raoy submit a
claim to the Contracting Off:ccr who shall issue a i.'ritaen decision on the dispute
in tic nz, incr specif ied in LiR 1-31 (Fl R 1-1.018).

(b) "Cla',#'i means

(1) a writtcn request -.bnitt'd to the Contrcctina Officer;

(2) for payment of money, adjustment of contract terms, or olrer relief;

(3) which is ir dispute or remains unresolved after a reasonable time for its
review and disposition by the Government; and

(4) for which a Contracting Officer's decision is demanded.

(c) In lhc c.s? of di.%puted requests o" crnendcwents to such requests for payment
excerdi;'g V0,000, or wit": cny arncntdrnoi't ceu.ir,7 the totel request in di.s,pute to
exceed $C,,0O, !he Cor'coctor sha.l certify, at the time oc, subrissio. a claim,

as follo W3:

I certify that thc claim is made in good fn.rh, that the
Sp-I'xt-IwJ i6.-11 a- - c.c ,2 T,. cnd cc " 'r :cs tc ; e3t of r.y

kno-,vlc(;e Gnd ibelifa; and that t;hi ano!,nt requested
occw.etcly rC,1ecis the contrcct cd;uz;srrcnt fcr -.'hich Ma.
contractor believes te Government is liable.

(Contractor's Name)

(Title)

(d) The Government &Nall pay the contractor interest

(1) on the amount found due on claims submitted under this clause;

(2) at the rates fixed by the Secretary of the Treasury, under the
Renegotiation Act, Public Law 92-41;

(3) from the date the Contracting Officer receives the calim, until the
Government makes payment.

(e) The decision of the Contracting Officer shall be final and conclusive and not
subject to review by any forum, tribunal, or Government agency unless an appeal or
action is timely commenced within the times specified by the Contract Disputes
Act of 1978.

(f) The Contractor shall proceed diligently with performance of this contract,
pending final resolution of any request for relief, claim, appeal or action related to
the contract, and comply with any decision of the Contracting Officer.

(END OF CLAUSE)



L)AAHO1 0 -o 88
Sol____: ____,ob,_eI Page Numbcr ? Coniact Number

,.1 LIST ol DOCUMLNTS. , EXIII rS, AND ollI ATI J,:ILMLNTS

5!. 1 KI0N M -List of Do uncnts. Exhibits, and Other attachoicnis

DD Form 1707, dated I Feb 1976 (Infoiniation to OfIcrois) 2 Pages

Standard Form 33, dated Nov 1969 (Solicitation. Offer and Award) Pages I and 2, and cntinuation sheets
nibelteed as pages 3 through .,5"" - .

Drawing/Specification list dated 2/16/79 is attached as page 25

Any resulting contract wiU contain the above documents except that Section A: Represent at. ans. Ceruircations. and other
Statements of Offevot of Section B-. Section C, and Section D: wll be made a part of the contract by this teferenzt only.
Continuation sheets 3 thiough 12 -..,..........will not be attached to the award document.
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